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Honorable Board of Supervisors

County of Los Angeles

383 Kenneth Hahn Hall of Administration
500 West Temple Street

Los Angeles, CA 90012

Honorable Board of Commissioners
Community Development Commission
County of Los Angeles

383 Kenneth Hahn Hall of Administration
500 West Temple Street

Los Angeles, CA 90012

Dear Supervisors and Commissioners:

APPROVE THE SECTION 108 LOAN GUARANTEE PROGRAM SECURITY
COMMITMENTS TO THE U.S. DEPARTMENT OF HOUSING AND URBAN
DEVELOPMENT AND APPROVE THE DEVELOPMENT AGREEMENT WITH LA
ALAMEDA, LLC, FOR THE LA ALAMEDA SHOPPING CENTER PROJECT, AN
ECONOMIC DEVELOPMENT PROJECT UNDER THE ECONOMIC DEVELOPMENT
— BUSINESS INCENTIVE PROGRAM
(SUPERVISORIAL DISTRICT 1) (3 VOTES)

JOINT RECOMMENDATION OF THE CHIEF ADMINISTRATIVE OFFICER AND THE
EXECUTIVE DIRECTOR OF THE COMMUNITY DEVELOPMENT COMMISSION
THAT THE BOARD OF SUPERVISORS:

1. Find that the La Alameda Shopping Center Project (the Project) meets
the required economic criteria under the Board of Supervisors’
Economic Development — Business Incentive Program for the
consideration of financial incentives, including access to capital
through public sector lending instruments, and find that the Project is
necessary to meet the social needs of the population of the County
pursuant to Government Code section 26227.
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2. Approve and stipulate that the CoUnty of Los Angeles agrees to: a)

provide economic development gap financing to La Alameda, LLC, for
the development of the Project from the proceeds of a Section 108
loan in the amount of $8,250,000 and an Economic Development
Initiative (EDI)- grant in the amount of $5,750,000; b) abide by the
requirements set forth by HUD to make all payments of principal and
interest as obligated on the Section 108 Promissory Note; c) provide
loan security to HUD in the form of a pledge of the County's future
Community Development Block Grant (CDBG) funds allocated to the
First Supervisorial District and a debt service reserve deposit of
$2,000,000 from the County to be held as collateral in the Debt Service
Reserve Investment Account with U.S. Bank, the HUD approved
Collateral Agent; and (d) make payments of the principal and interest
from CDBG funds allocated to the First Supervisorial District and site-
specific property and sales tax increment derived from the Project,
subject to annual appropriation by your Board.

Authorize the Auditor-Controller, with assistance from the Community
Development Commission (CDC), Treasurer and Tax Collector, and
the Chief Administrative Office (CAO) to develop the necessary
procedures for the creation of a special fund(s) for ‘the payment of
principal and interest of the Section 108 loan from CDBG funds
allocated to the First Supervisorial District and the site-specific property
and sales tax increment, and for the deposit of said funds into the Debt
Service Reserve Investment Account and other HUD approved
repayment accounts held by U.S. Bank, subject to annual
appropriation by your Board, until such time as the Section 108 loan is
retired.

Instruct the CAO to enter into a Memorandum of Understanding (MOU)
with the Community Development Commission to establish the
necessary protocols to administer and monitor the performance of the
incentive program for the Project.

IT IS RECOMMENDED THAT THE BOARD OF COMMISSIONERS OF

THE

COMMUNITY DEVELOPMENT COMMISSION: |

1. Approve and authorize the Executive Director of the Community

Development Commission to execute the Development Agreement
with La Alameda, LLC, presented in substantially final form, and all
related documents, that establishes the terms and conditions for the
development of the Project, to be effective following approval as to
form by County Counsel and execution by all parties.
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PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION:

Your Board is being requested to find that the County’s financial incentives for the
Project are consistent with the criteria established in the Board of Supervisors’
Economic Development — Business Incentive Program. These findings include the
following: 1) the Project, comprised of a 233,000 square-foot retail shopping center and
14,000 square feet of office space, will allow for the provision of goods and services not
otherwise available to residents of the unincorporated communities of
Florence-Firestone and Walnut Park; 2) the Project will revitalize a local community by
eliminating blight and creating an estimated 750 permanent, full-time equivalent jobs
with annual wages or salaries ranging from $20,000 to $38,000, which will be filled after
a focused outreach to the residents of the unincorporated communities; and 3) based
- on a review of the Project by a County review team comprised of representatives from
the Community Development Commission, Treasurer and Tax Collector, Auditor-
Controller, County Counsel, and CAO, the Project demonstrates that the net present
value of the fiscal benefits generated for the County exceed the cost of the incentives.
Based upon the above findings, your Board is also being requested to find that the
Project is necessary to meet the social needs of the population of the County pursuant
to Government Code section 26227.

These findings, combined with your Board’s approval of the other recommendations, will
enable the County of Los Angeles to provide financial incentives in the form of
economic development gap financing to La Alameda, LLC, for the development of the
Project in the buffer area of the Federally-designated Empowerment Zone. The
economic development gap financing proposed includes proceeds from a Section 108
loan in the amount of $8,250,000 and an EDI grant in the amount of $5,750,000.
Subject to the conditions of these HUD programs, including the repayment of the
Section 108 loan and the pledge of collateral funds to secure the loan, the County of
Los Angeles must enter into an agreement with HUD for the receipt and use of these
funds.

In addition, the Board of Commissioners of the Community Development Commission,
as a separate body from your Board, is being requested to approve and authorize the
Executive Director of the Community Development Commission to execute the
Development Agreement with La Alameda, LLC. The Development Agreement
establishes the terms and conditions for the development and financing of the Project
- and is presented in substantially final form (Attachment A). The Development
Agreement was developed by the Community Development Commission in consultation
with the National Development Council, Keyser-Marsten & Associates, Brown Winfield
& Canzoneri, as Special Counsel, County Counsel, and the CAO. The terms and
conditions of the Development Agreement have been agreed upon by La Alameda, LLC
after extensive negotiations. The Community Development. Commission will be
responsible for administering and monitoring the Development Agreement.



Honorable Board of Supervisors
Honorable Board of Commissioners
August 16, 2005

Page 4

Implementation of Strategic Plan Goals

The recommended Board actions are consistent with the County of Los Angeles
Strategic Plan Goal No. 5, Children and Families’ Well-Being, and Goal No. 6
Community Services. Through the recommended actions, the County is promoting the
economic well being of families in unincorporated communities by helping eliminate
blight and create jobs with a focused outreach to the residents of the unincorporated
communities.

FISCAL IMPACT/FINANCING:

Upon execution of the Section 108 Contract for Loan Guarantee Assistance and related
documents, the Community Development Commission will administer the loan and
grant funds. The EDI regulations require that Section 108 loan proceeds be used in
conjunction with the EDI grant. The $5,750,000 in EDI funds and the $8,250,000 in
Section 108 funds are included in the Community Development Commission’s fiscal
year 2005 — 2006 budget.

As shown in the projected amortization schedule for the Section 108 loan (Attachment
B), the annual loan payment amount of principal and interest will range from $460,000
to $804,000. The aggregate amount paid by the County over the 20-year term of the
Section 108 loan, including principal and interest, is projected to be $14 million based
on an average interest rate of 6.5 percent. The Section 108 loan payments will be
made from a combination of the First District's allocation of CDBG funds (50 percent)
and the site-specific property and sales tax increment derived from the Project (50
percent), subject to annual appropriation by your Board to be held in a special fund(s)
_for the purpose of loan repayment.

In order to secure the Section 108 loan, HUD is requiring that the County pledge all
future allocations of CDBG funds, determined by the County to be CDBG funds
allocated to the First Supervisorial District only. The CDBG funds allocated to the First
Supervisorial District are sufficient to secure this loan. In addition, the County will make
a debt service reserve deposit of $2 million as collateral for a Sinking Fund in the Debt
Service Reserve Investment Account with U.S. Bank. The First District has pledged $2
million from First District Capital Projects funds to satisfy this requirement. The $2
million is 125 percent of the cumulative shortfall between the projected site-specific
property and sales tax increment and the cumulative Section 108 loan payments over
the life of the loan. A portion of the Sinking Fund of the Debt Service Reserve
Investment Account balance, including any interest earned on the deposit, shall be
returned to the County annually conS|stent with the final agreement between HUD and
the County.

The site-specific 'propert'y and sales tax increment proj'e.c’:‘thidﬁs‘, brépared by 'Keyser
Marston Associates Inc., a consultant employed by the Community Development
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Commission, indicate that sufficient funds will be generated from the Project to make 50
percent of the loan payment. The combined sales and property tax increment to accrue
during the term of the loan is projected at $15 million. Provided CDBG funds allocated
to the First Supervisorial District are available to satisfy 50 percent of the annual loan
payments, the County’s 50 percent contribution to the annual loan payments from the
sales and property tax increment is estimated at $7 million over the term of the loan.
The maximum County contribution may increase to the extent CDBG funds allocated to
the First Supervisorial District are not available or only available in reduced amounts,
but will not exceed the total payments of $14 million. To the extent sufficient CDBG
funds allocated to the First Supervisorial District are available throughout the term of the
loan, the County's general fund would realize an additional $8 million in combined sales
and property tax increment during the 20-year loan term. The County's use of the sales
and property tax increment generated by the Project to repay the loan shall be subject
to annual appropriation by your Board.

In the event that the site-specific property and sales tax increment is insufficient to make
the loan payments, and rather than having HUD collect the payment from the Sinking
Fund Account in the Debt Service Reserve Investment Account, the loan payment may
bé made by the County from funds being released from the Sinking Fund Account in the
Debt Service Reserve Investment Account to the County subsequent to the annual
payment. The source of the funding for the Sinking Fund in the Debt Service
Investment Account, the First District share of Capital Project funds, will accrue all net
proceeds from the funds being released by HUD. In the event the County utilizes any of
these funds for purposes of making annual loan payments and to the extent excess
property and sales tax increment is generated in subsequent years, the County may
reimburse the First District share of Capital Project funds the amount that was
previously utilized for making annual loan payment(s).

If the annual amount of the proceeds being released by HUD from the Sinking Fund of
the Debt Service Investment Account is insufficient to fund any shortage in the County’s
share of the annual loan payment, CDBG funds allocated to the First Supervisorial
District may be utilized to fund the amount of the shortage up to the full amount of the
County’s share. At such time that site-specific sales and property tax excess increment
is available, after the County’s share of the annual loan payment has been made, the
County’s-annual payment may be increased and the CDBG share allocated to the First
Supervisorial District decreased to the extent CDBG funds allocated to the First.
Supervisorial District were previously utilized to fund any shortage in the County’s
share.

In the event that the First District's subsequent annual allocation of CDBG funds is
reduced by 75 percent or more from its allocation in Fiscal Year 2004-2005, or
eliminated in its entirety, and 100 percent of the site-specific property and sales tax
increment for such fiscal year will not satisfy the loan payment; La Alameda, LLC is
obligated to cover the payment shortfall. The developer's obligation to potentially pay



EXHIBIT A
DEVELOPMENT AGREEMENT

THIS AGREEMENT is entered into as of the day of
2005, by and between the COMMUNITY DEVELOPMENT COMMISSION OF THE
COUNTY OF LOS ANGELES (the “Commission”) and LA ALAMEDA, LLC, a California

limited liability company, (the “Developer”). The Commission and the Developer agree as
follows:

L [§100] SUBJECT OF AGREEMENT

A. [§101] Purpose of this Agreement

The purpose of this Agreement is to provide the terms and conditions for the
development of certain real property consisting of approximately 18.3 acres of land located
adjacent to Alameda Street between Florence Avenue and Leota Street (the “Site”), which Site is
situated in the buffer zone of the federally designated Empowerment Zone (“Empowerment
Zone”). Pursuant to the terms and conditions of this Agreement, Developer will improve the Site
with a mixed-use center containing approximately 220,000 square feet of retail space and
approximately 18,000 square feet of office space, which center will provide a convenient
shopping location for the community, create new jobs for local residents in the Empowerment
Zone and surrounding areas, and help eliminate blight in the area.

The development of the Site pursuant to this Agreement and the fulfillment generally of
this Agreement are in the vital and best interests of the County of Los Angeles (the “County”),
and the health, safety, morals, and welfare of its residents, and in accordance with the public
purposes and provisions of applicable federal, state, and local laws and requirements.

B. [§ 102] Empowerment Zone

The Site is located within the buffer zone of the Empowerment Zone and is eligible for
Economic Development Initiative grant funds and Section 108 guaranteed loan funds from the
U.S. Department of Housing and Urban Development (“HUD”).

C. [§103] Site to Remain Unincorporated County Property. |

It is intended by the parties to this Agreement, subject to its terms and conditions, that
Commission shall deliver proceeds from the Section 108 Loan to Developer for acquisition costs
of the Site, and that a portion of the sales tax and property tax specifically generated from
development of the Project on the Site shall be used to make the Section 108 Loan payments. As
such, if the Site is the subject of annexation proceedings, whereby the Site would no longer be
part of unincorporated County, Developer agrees to affirmatively oppose such annexation, and to
cooperate with Commission or County in opposing such annexation, including without
limitation, executing documents or appearing at hearings, in opposition to such annexation.
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D.  [§104] The Site

The Site will be owned or controlled by Developer and is shown on the Map of the Site
(Attachment 1) located adjacent to Alameda Street between Florence Avenue and Leota Street in
the County of Los Angeles and is more particularly described in the Legal Description of the Site
(Attachment 2). Developer hereby agrees and acknowledges that Developer shall solely be
responsible for assembling the Site and that neither the Commission nor the County shall in any
- way be responsible for assembling the Site or providing any assistance whatsoever in connection
therewith.

E. [§105] Parties to this Agreement

1. [§106] The Commission

_ The Commission is a public body, corporate and politic, exercising governmental
functions and powers and organized and existing under the Community Redevelopment Law of
the State of California (Health and Safety Code Section 33000 et seq.). The office of the
Commission is located at 2 Coral Circle, Monterey Park, California 91755. For purposes of any
notices, demands, requests for approvals and other communications given hereunder to the
Commission shall be sent to the attention of Carlos Jackson, Executive Director, at such address,
together with a copy to Corde Carrillo, Director of Economic Redevelopment, and to Eric
Young, Principal Deputy County Counsel. “Commission”, as used in this Agreement, includes
the Community Development Commission of the County of Los Angeles and any assignee of or
successor to its rights, powers, and responsibilities and includes all respectlve officials, officers,
employees and authorized representatlves of the Commission.

2. [§107] The Developer

The Developer is La Alameda, LLC, a California limited liability company managed,
through one or more intermediate entities, by Arturo Sneider (“Developer Principal”). The
principal office of the Developer, for the purposes of this Agreement, is located at 228 South
Beverly Drive, 2™ Floor, Beverly Hills, California 90212. Wherever term “Developer is used

herein, such term shall 1nclude any permitted nominee, assignee, or successor m interest as
herein provided. :

R !

The qualifications and identity of the Developer, Developer Principal and Project team
(as referenced in Section 304 below) are of particular concern to the County and the
Commission, and it is because of such qualifications and identity that the Commission has
entered into this Agreement with the Developer. Except as otherwise provided herein, the
Developer shall not Transfer the Site, the Project, this Agreement, any ownership or control of
the Developer to any party (and no voluntary or involuntary successor in interest of the
Developer shall acquire any rights or powers under this Agreement) without the prior written
approval of the Commission, which approval shall be granted or withheld in the Commission’s
~sole discretion. Notwithstanding the foregoing, (a) in the event of the death or disability of
Arturo Sneider, the Developer shall have the right to substitute Leandro Tyberg as the Developer
Principal by providing written notice to the Commission (without obtaining the consent or
approval of the Commission); and (b) in the event of the death or disability of both Arturo
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Sneider and Leandro Tyberg, the Developer shall have the right to substitute Larry Flores
(“Flores™) as Developer Principal, provided that Flores provides the Commission with reasonable
assurance that the Developer will retain competent professionals to assist the Developer in the

construction, leasing and/or management as then necessary for the successful completion of the
Project.

Notwithstanding the foregoing or any other provision of this Section, upon the issuance
of the Certificate of Completion for the Project, the Developer may assign this Agreement to any
entity which is controlled by the Developer Principal, provided that (i) such entity executes and
delivers an agreement (in form and substance reasonably satisfactory to the Commission) to
assume all responsibilities, obligations and liabilities of Developer arising under this Agreement,
(ii) such assignment shall not relieve or limit in any manner any continuing or remaining
responsibility, obligation and liability of Developer under this Agreement and Developer, and
(iii) such entity shall thereafter be Jomtly and severally liable (with Developer) for all
responsibilities, obligations and liabilities arising under this Agreement.

F. [§108] Prohibition against Change in Ownership, Management and Control of
Developer

The Developer represents and agrees that the interests, benefits and rights of the
Developer under this Agreement are, and will be used, for the purpose of redevelopment of the
Site and not for speculation in land holding. The Developer further recognizes that, in view of

@ the importance of the redevelopment of the Site to the general welfare of
the community;

(b)  the public aids that have been made available by law and by the
government for the purpose of making such redevelopment possible; and

(c) the fact that the failure of the Developer’s Principal to control Developer
is for practical purposes a Transfer of the property then owned by the Developer.

For the reasons cited above, the Developer agrees, covenants, represents and warrants
that prior to the Covenant Release Date (defined below) and without the prior written approval of

the Commission in the Commission’s sole discretion, Developer’s Principal shall control the
Developer.

" Notwithstanding anything to the contrary herein, Developer may sell, assign or otherwise
Transfer the Site, the Project or any equity interest in the Developer at any time after the issuance
of the Certificate of Completion, if: (i) for any given twelve consecutive months, the sales tax
revenues received by the County from the sales generated by the tenants at the Project are equal
to or greater than those projected in Attachment 5; (ii) Developer provides written notice of the
proposed Transfer to the Commission, together with evidence of the following, each of which
shall be a condition precedent to the proposed Transfer:

(@) " The net worth of the prbposed Transferee and other entities controlled b'y,

controlling or under common control with the proposed Transferee (“Transferee Affiliates™) is at
least $10,000,000;
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(b)  The proposed Transferee and/or Transferee Affiliates has owned at least three
multi-tenant retail centers with tenancy similar to that of the Project, each consisting of at least
100,000 square feet of leaseable space;

(©) The proposed Transferee, Transferee Affilates or the proposed property manager -

for the Project has had experience for over 5 years in managing at least three multi-tenant retail
centers with tenancy similar to that of the Pro; ect, each cons1st1ng of at least 100,000 square feet
of leaseable space; and

(d) The proposed Transferee and the Transferee Affiliates shall be of good business
reputation (determined by the Commission in its reasonable discretion), evidenced in part by an
absence of litigation with governmental authorities and an absence of criminal record.

The restrictions of this Section 108 and Section 107 shall terminate upon the Covenant_
Release Date.

G. [§109] Definitions

1. [§110] County

The term “County” shall mean the “County of Los Angeles” and includes all of the
respective officials, officers, employees, commissioners and supervisors of the County.

2. [§111] Commission Representatives

The term “Commission Representatives” shall mean and includes all of the respective
predecessors, successors, assignees, agents, officials, employees, members independent
contractors, affiliates, pnnmpals officers, directors, attorneys, accountants, representatlves staff,
supervisors, and commissioners, of the Commission.

3. [§112] County Representatives

“County Representatives” shall mean and include all of the respective predecessors,
successors, assignees, agents, officials, employees, members, independent contractors, affiliates,
principals, officers, directors, attorneys, accountants, representatives, staff, supervisors, board
members, and commissioners, of the County.

4, [§113] Covenant Release Date

“Covenant Release Date™ shall mean the date on which the Section 108 Loan (including
all principal and interest according to the schedule in Attachment 6) is fully repaid and all other
obhgatlons under the Section 108 Loan Documents have been satlsﬁed

5. [§114] Scope of Development

“Scope of Development” shall mean and include all work as identified on Attachment 4
to this Agreement. The Scope of Development shall be deemed to incorporate the Site
improvements shown on those certain concept drawings prepared by Nadel Architects, Inc. dated
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April 13, 2005 (Conceptual Elevatiohs), April 1, 2005 (Preliminary Site Plan) and April 12, 2005
(Aerial Perspective) as such drawings are refined into final construction drawings approved by
the Commission pursuant to this Agreement.

6. [§115] Developer Representatives

“Developer Representatives™ shall mean and include all of the respective predecessors,
successors, assignees, agents, officials, employees, members, independent contractors, affiliates,
principals, officers, directors, attorneys, accountants, and staff of Developer.

7. [§116] Encumbrances

“Encumbrances” shall mean and include any mortgage, trust deed, encumbrance, lien or
other mode of financing real estate construction and development, including a sale and lease
back.

8. [§117] Governmental Restrictions

“Governmental Restrictions” shall mean and include any and all laws, statutes,
ordinances, codes, rules, regulations, writs, injunctions, orders, decrees, rulings, conditions of
approval, authorizations, now in force or which may hereafter be in force, of any governmental

entity, agency or political subdivision, including without limitation all applicable federal and
state labor standards.

9. [§118] Losses and Liabilities

“Losses and Liabilities” shall mean and include all claims, causes of action, liabilities,
losses, damages, injuries, expenses (including, without limitation, attorneys’ fees and court
costs), charges, penalties or costs of whatsoever character, nature and kind, whether to property.
or to a person, and whether by direct or derivative action, known or unknown, suspected or
unsuspected, latent or patent, ex1st1ng or contingent.

10. [§119] Construction Documents

"Construction Documents" shall mean and include all documents, as approved by the
Commission, necessary to construct the Project including but not limited to plans, standard
drawings, details, technical specifications, construction contract, schedules, addenda,
modifications, reference standards, calculations, reports, cost estimates, value engineering

studies, constructability reviews, and related documents including assignments thereof under
Section 318 below.

11. [§120] _Total Private Costs

“Total Private Costs” shall mean Total Project Costs less the amount of the Section 108
Loan, less the amount of the EDI Grant, less the amount of the Off-Site Funds, plus the amount
of any Shortfall Payments.

12. [§121] Project
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“Project” shall mean the development to be undertaken on the Site by the Developer in
accordance with this Agreement.

13.  [§122] [Reserved]

14.  [§123] Qualified Financial Institution

“Qualified Financial Institution” shall mean a bank, savings bank, pension fund,
insurance company or other institutional entlty which is duly established and engages in the
business of financing developments of the size and type of the development contemplated
hereunder and which, in the determination of the Commission, has a sufficient net worth,
liquidity position and credit rating to meet the contemplated financing commitment.

15.  [§124 A] Section 108 Loan

“Section 108 Loan” shall mean the Section 108 Guaranteed Loan by HUD in the original
principal amount of Eight Million Two Hundred Fifty Thousand Dollars ($8,250,000). “Section
108 Loan Documents” shall mean the loan documents approved by the Commission and the
County to evidence and/or secure the Section 108 Loan, '

[§124B]  EDI Grant

“EDI Grant” shall mean a grant in the amount of Five Million Seven Hundred Fifty
Thousand Dollars ($5,750,000) in Economic Development Initiative grant funds from HUD.

[§124 C] Off-Site Funds

- “Off-Site Funds” shall mean an amount equal to $1,500,000 from the County Road Fund,

which shall be for the purpose of constructing certain Off-Site Improvements (as defined below)
specified in Attachment 4.

16.  [§125] Transfer/Transferee/Transferor

“Transfer” shall mean and include any transfer, sale, assignment, master lease, sublease,
license, franchise, concession, operating agreement, gift, hypothecatlon mortgage, pledge or
encumbrance, or the like to or with any person or entity receiving a Transfer; provided, however,
that “Transfer” shall not include a lease, sublease, license, franchise, concession or similar
transaction which includes less than substantially all of the Site. "Transferee" as used herein
shall mean and include the person or entity receiving a Transfer. “Transferor as used herein
shall mean and include the person or entity making a Transfer.

II. [§200] ADMINISTRATIVE DEPOSIT; COMMISSION ASSISTANCE; ESCROW;
PROFIT PARTICIPATION

A [§201] Adm1mstrat1ve Deposit

Within five (5) days after the date of this Agreement, Developer shall deposit With the
Commission $100,000.00, which the Commission shall place into one or more interest bearing
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accounts (collectively, the “Administrative Deposit Account”). Thereafter, Developer shall
deposit such amounts into the Administrative Deposit Account as may be reasonably and
customarily requested by the Commission from time to time for any Administrative Costs with
backups therefor. Developer agrees that the Commission may withdraw and use funds from the
Administrative Deposit Account for the following purposes (“Administrative Costs™): (i) to pay
consulting, drafting, legal and other reasonable expenses incurred by the Commission in
preparing this Agreement or in connection with the Section 108 Loan; and (ii) to pay consulting
~and legal and other reasonable expenses incurred by the Commission in connection with its
review, monitoring and approval rights hereunder or the Section 108 Loan. The Commission
shall regularly provide to Developer an accounting of the Administrative Costs so withdrawn and
expended. Notwithstanding any provision to the contrary contained herein, Developer shall not
have any obligation to make any further deposit in the Administrative Deposit Account (and any
unexpended and uncommitted balance in the Administrative Deposit Account remaining shall be
returned to the Developer) after the earlier of (i) the termination of this Agreement or (ii) the
Covenant Release Date. After the issuance of the Certificate of Completion, the Commission
shall withdraw and use funds from the Administrative Deposit Account only in connection with

the administration of the Section 108 Loan. The Administrative Costs shall be part of the Total
Project Costs.

B. [§202] Commission’s Condition to Fund; Escrow

1. Subject to the satisfaction (or the Commission’s written waiver) of the following
conditions precedent, the Commission will fund the Section 108 Loan and EDI Grant, and the
Commission will request the County to commit to fund the Off-Site Funds required of the
County Road Fund pursuant to Section 124 C and all of the funds pursuant to the Access Bridge
Agreement, with respect to the Project. Disbursement of the Section 108 Loan and EDI Grant
proceeds shall be carried out through an escrow account (“Escrow”) to be established by the
Parties with a title or escrow company specifically approved in writing by Commission (“Escrow -
Holder”). The Parties shall enter into an escrow agreement (“Escrow Agreement”) in the form of
Attachment 7 attached hereto. The Parties may execute supplemental instructions to Escrow
Holder consistent with the terms of this Agreement. All fees and costs incurred by Commission

~or Developer in connection with the Escrow shall be paid exclusively by Developer. The
conditions precedent are as follows:

€)] Developer shall deliver to Escrow Holder original executed deeds and
leases evidencing Developer's ownership of fee simple and ground leasehold title to the real
property comprising the Site, along with, at a minimum, a CLTA owner’s policy of title
insurance in the amount of the full acquisition cost of the Site; and

(b)  Developer shall deliver to the Commission true and correct copies of
tenant leases, showing that not less than 65% of the retail leaseable space at the Project has been
leased to tenants comparable in credit worthiness, name or brand recognition and business
reputation to those listed on Attachment 8 attached hereto; and

() Developer shall deliver to the Commission Evidence of Financing
described in Section 203 hereof from a financial institution reasonably  acceptable to the
Commission. Developer shall not be in default under the loan agreement and other documents
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evidencing, securing or guaranteeing the financings contemplated by the Evidence of Financing
previously submitted to the Commission (collectively, the “Financing Documents”); and

(d) | Developer shall obtain all entitlements, approvals and permits necessary to
develop the Project as required by the Financing Documents and to construct the Site
improvements (including the Off-Site Improvements) in accordance with this Agreement; and

(e) Developer shall deliver to the Commission true and correct copies of the
Construction Contract, as descnbed and required in Section 204 hereof; and

® Developer shall deliver to the Commission evidence of all insurance and
bonds and/or guaranties required under Section 313 hereof; and

()  There shall be no uncured material default by the Developer hereunder;
and ' '

(h)  Developer shall deliver to the Commission such documents, instruments,
financial statements and other information in the possession or control of the Developer and
requested by the Commission which HUD may require in connection with the Sectlon 108 Loan
and EDI Grant and subject to the terms of this Agreement; and

6)) HUD shall have approved and funded thé Section 108 Loan and EDI
Grant to the Commission for the Project, and the County shall have approved the same;

§)) Developer shall prov1de the Commission with a guarantee in substantially
the same form attached hereto as Attachment 9;

&) Arturo & Barbara Sneider, John & Barbara Selby, Leandro & Lori
Tyberg, Richard Flores, Arthur Flores, Larry & Helen Flores, and David & Marianella Flores

shall provide the Commission with a guarantee in substantially the same form attached hereto as
Attachment 9;

() Developer shall deliver to the Escrow Holder a duly executed and
acknowledged deed of trust in the form attached hereto as Attachment 10 to be recorded against
the Site in favor of the Commission to secure payment of the Profit Participation Payments
described in Section 207 and the Shortfall Payments described in Section 208 hereof
(“Commission Deed of Trust”); and

(m)  Developer shall deliver to the Commission a fully executed Access Bridge

Agreement between Developer and the County, in form and substance reasonably satisfactory to
the Commission; and

(m)  Developer shall deliver to the Escrow Holder the CC&Rs (as defined
below); and ‘ ,

(0) Developer shall deposit into Escrow the amount of $

( Dollars), (the “Developer Deposit™) to be disbursed at the close of Escrow to
Commission to be used for Section 108 Loan interest payments to cover the period that
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commences on the date of the initial draw from HUD of the Section 108 Loan through the period
that is six months after the issuance of the Certificate of Completion.

- 2. When, and only when, Escrow Holder has confirmed that the closing conditions above
have been satisfied, and Escrow Holder has received written certification on behalf of
Commission from the Executive Director that all other closing conditions have been timely

satisfied or waived, then Escrow Holder shall carry out the close of Escrow (“Close of Escrow™)
by: .

(a) causing the Deeds and leases relating to ownership of the Site, the Deed of
Trust, and the CC&Rs to be recorded in the Official Records of Los Angeles County, California;

(b) causing the Title Policy to be issued to Developer in the form and amount
specified above; and '

(c) disbursing the Section 108 Loan and EDI Grant proceeds pursuant to this
Agreement and the Escrow Instructions mutually approved by Developer and Commission,
which instructions shall provide, among other things, for disbursement to the Commission of
One Million Dollars ($1,000,000) Holdback Amount as set forth in Section 206, and
disbursement to the Project’s Construction Lender’s account; and

(d disbursing the Developer Deposit to Cﬂommi‘ssion.

The Construction Lender will control the disbursement of the funds according to its

standard procedures and policies and in accordance to the respective percentage of completion at
the time of each disbursement.

Notwithstanding any provision to the contrary contained herein, the Developer
acknowledges and agrees that the Section 108 Loan and EDI Grant will require separate
approvals and separate documentation from HUD and the County of Los Angeles, and this

Agreement does not constitute a promise or agreement that any such loan or grant will be made
available for the Project.

C. [§203] Evidence of Equity Capital and Construction and Operational Financing

At the time specified in the Schedule of Performance and with updates thereto from time
to time as reasonably requested by the Commission, the Developer shall deliver to the
Commission and obtain the Commission’s approval of evidence (“Evidence of Financing”) of
on-hand or contractually committed funds sufficient to pay for 100 percent of the projected
development costs (including a contingency amount equal to 4% percent of total costs) (“Total
Project Costs™) identified on Developer’s projected development sources and uses table attached
hereto as Attachment 11, together with a business plan which shall include a pro-forma statement
of operating revenues and expenses, together with signed leases or use agreements (or binding
written commitments therefor, as applicable and as required herein) to support projected lease
revenues. Evidence of Financing may include, among other things, unencumbered cash or cash-
equivalents held by Developer as documented by bank or depository statements, executed loan
agreements for a construction loan or from other creditworthy institutional lenders subject to
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such standard and reasonable conditions as are customarily imposed on such agreements. The
Developer shall also deliver to the Commission evidence that Developer will have its portion of
required equity as required by the Construction Lender(s), in order to allow the construction and
development of the Project. The Section 108 Loan and the EDI Grant funds may be used as
evidence of secured funding to obtain Developer’s financing of Total Project Costs.

v The Developer agrees to take all actions, furnish all information, give all reasonable
consents and pay all sums required to keep the Evidence of Financing in full force and effect and
shall comply with all conditions thereof, and shall promptly execute, acknowledge and deliver all

loan applications, credit applications and data, financial statements, and loan documents in
connection therewith. . : :

The Developer shall obtain the written approval from the Commission, which approval
may be granted or withheld in the Commission’s reasonable discretion, with respect to the
Evidence of Financing on or before the date specified in the Schedule of Performance. The:
Commission’s approval or disapproval of the Evidence of Financing will not constitute a waiver
by the Commission of any breach or violation of this Agreement by the Developer that is a result
of acts that are or purport to be in compliance with or in furtherance of any financing described
therein, unless such approval expressly so provides. -

D. [§204] Construction Contract

By the deadline specified therefor in the Schedule of Performance, Developer agrees to
deliver to the Commission a fully-executed written agreement (the “Construction Contract”) for
construction of the Scope of Development on the Site. Such Construction Contract shall obligate
a reputable and financially responsible general contractor (“General Contractor”); who is bonded
as required herein, appropriately licensed in California, and experienced in completing the type
of Scope of Development and Site work contemplated by this Agreement to commence and
complete the development and construction of the Scope of Development and Site work to be
constructed on the Site in accordance with this Agreement Each such Construction Contract

“shall be a guaranteed maximum cost contract assuring completion of the Scope of Development
for a fixed price, subject to such reasonable adjustments as are customarily allowed with respect
to such contracts for authorized change orders or other like matters. The fixed price for the
Construction Contract shall be in an amount that, when added, to all consultant and loan fees,

“points,” commissions, charges, Developer’s fees, fixtures, taxes, interest, start-up and other
costs and expenses associated with developing and completing the Scope of Development and
Site work, including the Off-Site Improvements (the aggregate of these costs is sometimes.
referred to collectively as “Development Costs™), does not exceed the Total Project Cost. The
Construction Contract shall require the General Contractor to obtain Performance and Material
and Labor bonds in accordance with Section 313 below.

The Developer shall submit all items required by this Section and Section 304 below and
shall obtain the Commission’s written approval of the Construction Contract and the General
Contractor by the deadline specified therefor in the Schedule of Performance. The
Commission’s approval or disapproval of any Construction Contract will not constitute a waiver
by the Commission of any breach or violation of this Agreement that is a result of acts that are or
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purport to be in compliance with or in furtherance of said Construction Contract unless such
approval expressly so provides.

E. [§205] Use of Section 108 Loan and EDI Grant Proceeds

Proceeds of the Section 108 Loan and EDI Grant shall be used by Developer solely for
acquisition costs for the Site.

F. [§206] Total Project Costs

Within one hundred and eighty (180) days after receipt of the Certificate of Completion
for the entire Project, Developer shall deliver to the Commission a detailed accounting of the
Total Project Costs actually paid theretofore by the Developer, certified to be true, accurate and

complete by an independent accounting firm reasonably acceptable to the Commission
(“Certification of Costs™).

Notwithstanding any provision to the contrary contained herein, the amount of the
Section 108 Loan and the EDI Grant funds received by the Developer from the Commission
shall be reduced by an amount equal to the cost savings in the actual Total Project Costs (as
shown by the Certification of Costs) from the projected Total Project Costs shown on
Attachment 12 and Developer shall immediately return such amount to the Commission, unless
the unleveraged yield of the annual net operating income of the Project against the Total Private
Costs is equal to or less than Ten and One-Half (10.5%) Percent of the Total Private Costs per
- annum based upon the then current rent roll, in which case there will be no return of such
amount. Without limiting the foregoing sentence, an amount equal to One Million Dollars
(81,000,000) (“Holdback Amount”) of the Section 108 Loan and/or the EDI Grant funds shall be
held back by the Commission from the initial disbursement of such funds to the Developer
hereunder until the Commission receives the final Certification of Costs and confirms the
amount of such cost savings.

G. [§207] Profit Participation Payments

“Preferred Developer Return” shall mean an amount equal to the greater of ten and one-
half percent (10.5%) of the Total Private Costs or an amount equal to minimum scheduled annual
interest and principal payments of any Project refinancing.

“Total Revenues” shall mean the total amount of all revenues received by the Developer
from the Project during a calendar year, including without limitation, base rents, additional rents
(including rents calculated based on sales or profits of the tenant), common area maintenance
(CAM) charges, other pass-throughs paid by tenants, license or concessionaire payments,
advertising income, filming income, parking fees and refunds of property tax payments relating
to the Project. Total Revenues shall exclude sale proceeds and refinance proceeds.

“Total Expenses” shall mean the total amount of all costs and expenses paid by the
Developer to third parties relating to the operation of the Project during a calendar year,
including without limitation, utility charges, property taxes, tenant improvement costs (not
capitalized for income tax purposes), brokerage costs, maintenance and repair costs (not
capitalized for income ‘tax purposes), insurance premiums, property management fees, and
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attorneys” and other consultants’ fees plus an amount equal to the Preferred Developer Return
and Shortfall Payments, if any. Except as provided in the foregoing sentence, the Total Expenses
shall not include principal or interest on any loans, advances or other debt service or returns on
or of equity nor depreciation or other non-cash expenses.

- “Excess Profits” shall mean, on a calendar year basis, the amount equal to the Total
Revenues less the Total Expenses, plus an amount equal to Net Refinance Proceeds and Net
Sales Proceeds.

“Net Refinance Proceeds” shall mean the gross proceeds from any refinancing of any
permitted loan less (2) reasonable and customary third party costs of the refinancing and (b) the
greater of Total Private Costs or the outstanding loan balance being refinanced.

“Net Sales Proceeds” shall mean the gross proceeds of any sale or partial sale of the
Project less (a) reasonable and customary third party costs of the sale and (b) the greater of Total
Private Costs or the then outstanding loan balance. In the event of a partial sale, the Total
Private Costs shall be reduced by an amount equal to Net Sale Proceeds from a partial sale for
purposes of calculating the annual Preferred Developer Return.

On April 1 of each year from the date hereof until the Covenant Release Date, the
Developer shall pay to the Commission an amount (“Profit Participation Payment”) equal to fifty
(50%) percent of the Excess Profits from the immediately preceding calendar year, based upon
audited financial statements prepared in accordance with generally accepted accounting
principles from an accounting firm reasonably acceptable to the Commission and submitted to
the Commission concurrently therewith. = The Developer’s obligation to pay the Profit

Participation Payment to the Commission hereunder shall be secured by the Commission Deed
of Trust, which shall be recorded against the Site.

The Developer’s obligations to make the Profit Part101pat10n Payment shall continue until
the Covenant Release Date.

H. [§208] Section 108 L.oan Repayment

Developer shall be obligated for the Section 108 Loan interest payments for the period of
time from initial draw from HUD until six months after the issuance of the Certificate of .
Completion. If the Developer Deposit is insufficient to cover said interest payments, then
Commission shall notify Developer in writing and Developer shall make payment to
Commission upon demand. If Developer fails to make payment, Commission shall have the
right to deduct said amount demanded from the Holdback Amount.

Commission intends to make Section 108 Loan payments from a combination of
Community Development Block Grant (“CDBG”) program funds allocated to County Board of
Supervisors’ First District, and sales tax and property tax increment specifically generated from
development and operation of the Project on the Site. In any and each fiscal year prior to the
Covenant Release Date, in the event that County Board of Supervisor First District’s allocation
of CDBG funds is reduced by 75% or more from its allocation in fiscal year 04-05, or eliminated
in its entirety, and is not replaced by a substantially similar government program (which
government program allows use of its funds to repay the debt service of the Section 108 Loan),
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and 100% of the Site specific sales tax and property tax increment for such fiscal year will not
satisfy the payment of the principal and interest due and payable on the Section 108 Loan,
Developer agrees that Developer shall pay and be obligated for the -additional amount (the
“Shortfall Payments”) over and above the Site specific sales tax and property tax increment
generated from the Site which is necessary to pay the principal and interest on the Section 108
Loan for such fiscal year. Developer shall make payment to the Commission within ninety (90)
days after receipt of written notice from Commission which notice shall be accompanied by a
detailed explanation and evidentiary documentation of the programmatic reduction in CDBG
funding as described hereinabove, as well as the accounting of the Site specific sales tax and
property tax increment for the period in question at the time. The Developer’s obligation to

potentially pay Section 108 Loan payments as set forth herein, shall be secured by a Deed of
Trust, which shall be recorded against the Site.

IL.  [§300] DEVELOPMENT OF THE SITE

A. [§301] Development of the Site by the Developer
1. [§302] Scope of Development

The Site shall be developed as provided in the Scope of Dévelopment, incorporated
herein and attached as Attachment 4.

2. [§303] Development Schedule

The Developer shall prepare and submit a detailed Development Schedule, consistent
with the Schedule of Performance, for the development of the Site to the Commission for review
and approval within the time established in the Schedule of Performance.

The Development Schedule shall be developed and submitted in Critical Path Method
(CPM) network configuration using MS Project, Suretrack, Primavera or equivalent as approved
by the Commission. The scope of this schedule will comprise all discrete functions from Project
start to completion, necessary to deliver the Scope of Development per the contractual
requirements. The overall development schedule shall be provided in MS Project, accompanied
by a more detailed Construction Schedule (in Suretrack or Primavera) as described in Section

310. The Development Schedule shall incorporate, among other dates and milestones, the items
in Attachment 3, Schedule of Performance.

3. [§304] Project Team Staffing Plan; General Contractor

The Developer shall prepare and submit a Project Team Staffing Plan (the “Plan”) to the
Commission for review and approval within the time established in the Schedule of Performance.
The Plan shall contain an organizational chart showing all component functions and reporting -
relationships, and the related staff for all activities, including a separate narrative describing the
roles and responsibilities of all participants. Experience (curriculum vitae) and contact
information should be provided for all principals, and key personnel within Developer, as well as
any outside consultants, accountants, architects and legal counsel. Signed contracts with these
outside parties shall be included in the Plan. Where the Plan utilizes organizations other than
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Developer’s, a company profile must be provided for each. A detailed resume for each
individual on the organizational chart must be included.

Developer shall provide the following items for the Commission’s prior review and
approval with respect to the General Contractor proposed to be used on the Project:

(8 Resume (curriculum vitaé) for company and principals.
(b)  Last three years éorporate tax returns.

(c) Intentionally Deleted.

(d  Relevant credit reports..

(e) Licenses in good standing.

® Executed Construction Contract.

4, [§305] Design Contract; Basic Concept Drawings

The Commission hereby approves Nadel Architects, Inc. as the Project Architect.

The Developer shall prepare and submit Basic Concept Drawings and related documents
for the development of the Site (including without limitation, the Off-Site Improvements) to the
Commission for review and approval within the time established in the Schedule of Performance.
Basic Concept Drawings shall include a site plan, floor plan, elevations, and other -drawings
describing the scale and character of the Project, including but not limited to Slte improvements,
Off-Site Improvements and landscaping.

‘The Site shall be developed as generally established in the Basic Concept Drawings and
related documents except as changes may be mutually agreed upon between the Developer and

the Commission. Any such changes shall be within the limitations of the Scope of Development
(Attachment 4).

Based on the Basic Concept Drawings and related documents, the Developer and its -
design team shall prepare and obtain the Commission’s approval for the following phases of
design: schematic design; design development; construction cost estimates for schematic design
and design development, including any value engineering analysis. The Developer will include
thirty (30) days for each review in the Development Schedule and sufficient time to redesign in
accordance with the Commission’s comments as reasonably requlred

5. [§306] Finish Gradmg Plans

The Developer shall prepare and submit to the Commission for its approval preliminary
and final grading plans for the Site. Those plans shall be prepared and submitted within the
times established in the Schedule of Performance.
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The grading plans shall be prepared by a licensed civil engineer. Such civil engineer may
be the same firm as the Developer’s architect.

6. [§307] Construction Plans, Drawings, and Related Documents

The Developer shall prepare and submit schematic and design development drawings and
a conceptual cost estimate, preliminary construction drawings (50% complete), a detailed cost
estimate, final construction drawings (90% complete), a revised detailed cost estimate, landscape
plans, public improvement, street plans, equipment specifications, and related documents
(collectively the “Construction Documents”) to the Commission for review and written approval
within the times established in the Schedule of Performance (Attachment 3) subject to extensions
. as they are authorized herein or as mutually agreed upon in writing by the parties. The
Construction Documents shall include all related work for the Scope of Development, including
but not limited to architectural, civil engineering, structural engineering, electrical, mechanical,
plumbing and landscape. The Construction Documents are to be in conformance with the
requirements set forth in this Agreement and the Scope of Development, Attachment 4.

The final construction drawings (90% complete) submittal shall contain a complete and
coordinated package adequate to obtain building permits and build the Project with a minimum
of change orders consistent with industry standards for projects of this type. A final cost

estimate shall be submitted reflective of the various value engineering and constructability
review efforts to date. ’

During the preparation of all Construction Documents, the Commission and the
Developer shall hold regular progress meetings to coordinate the preparation of, submission to,
and review of Construction Documents, by the Commission. The Commission and the
Developer shall communicate and consult as frequently as is necessary to insure that the formal
submittal of any documents to the Commission can receive prompt and speedy consideration.

If any revisions or corrections of plans approved by the Commission shall be required by
any government official, agency, department, or bureau having jurisdiction over the development
of the Site, the Developer and the Commission shall reasonably cooperate in efforts to develop a
mutually acceptable alternative. '

7. [§308] Commission Approval of Plans, = Drawings, and _Related
Documents '

Subject to the terms of this Agreement, and to thé time frames provided by the Schedule
of Performance, the Commission shall have the right of architectural review of all Construction

Documents, including any proposed material changes therein. Suc